Introduction
The Indian banking industry plays a vital role in the economic development of the country. The Indian banking industry has witnessed many reforms in last three decades. The banking industry is divided into two categories, namely, Scheduled commercial banks and Non-scheduled commercial banks. The banks registered as per the Schedule II of the reserve bank of India act, 1934 are known as scheduled commercial banks, which further categorized as Public-sector banks, Private sector banks and foreign banks. The Nationalized banks, State bank of India and its associate banks, Regional Rural Banks fall in the category of a public sector bank. The Private sector banks include the old Private sector banks and new Private sector banks. The regional rural banks are sponsored by particular bank, state government and central government and working in rural areas.
The Merger and acquisition are one of the important tools to achieve the growth. The merger as per the Godbole (2013) is the "combination of all the assets, liabilities, loans & business of two or more companies such that one of them survives." Many firms across the globe have adopted the strategy of merger and acquisition to achieve high growth in business. Further, the merger and acquisition also serve the purpose of expansion, reducing the level of competition and creation of a large entity.
According to Narayanswamy (2017) the financial analysis is a technique to study the annual report of company to provide relevant information to the decision makers. Acquiring firm always needs to check financial performance of the target firm as merger affects the financial position and wealth of all stakeholders. Since merger can have significant impact on financial performance of the acquiring firm in any of the ways, i.e. either positive or negative, the acquirer needs to evaluate the target firm in well manner before going for merger deal. Again, the merger can result in poor financial performance.
There are five different forms of merger. Vertical Merger is a merger of non-competing companies where one's product is a necessary component of other's. Such merger can be done between two firms engaged in different aspects of business. Horizontal merger involves two firms that operate and compete in the same kind of business activity. The acquiring firm belongs to the same industry as the target company. Accretive Merger occurs when a company with a high price-to-earnings ratio purchases a company with a low price-to-earnings ratio. If there is no economic relationship between the acquiring & acquired firm, such a merger is known as Conglomerate merger. A merger is dilutive one if the EPS of acquiring company falls after merger. This happens due to poor financial performance of target firm.
The paper is arranged as follows: section 2 presents the literature review of preand post-merger financial performance. The research methodology is covered in section 3. The data analysis of the selected financial parameters is depicted in section 4. The conclusion is covered in section 5.
Literature review
The literature on pre-and post-merger financial performance has been used in recent times. A review of many studies carried out in many countries across the globe is presented here. Many researchers have found a positive impact of merger on financial performance. Harrison et al. (1991) analyse the post-acquisition performance of 1100 US firms in the period of 1970-1989 and demonstrates that the acquisition remains beneficial for the acquiring firms & resulted in improvement of profitability ratios. Lees (1992) finds that the merger remains beneficial for the acquiring firm and in the post-merger period the profitability has increased with higher rate as compared to the pre-merger period. Shanmugam and Nair (2004) analysed the impact of merger on financial performance of 54 Malaysian banks. By applying the paired t-test on 1990-2000 data, it is found that merger has strengthened the financial position of banks and resulted in improvement in profitability ratios. Feroz et al. (2005) finds that financial performance enhanced significantly after merger. The financial ratios are in improved version after merger. Mumcu and Zenginobuz (2005) examine the pre-and post-merger financial performance of the Turkish banking industry. They find that merger has significant and positive impact on financial performance and resulted in improved profitability. Demirbag et al. (2007) analyse the impact of merger on financial performance of Indian pharmaceutical firms. The study finds that the merger remains positive from the financial point of view and ensued in increases in Return on investment and Net profit margin. Ramakrishnan (2008) finds that the merger that happened in the Indian financial sector from 1996 to 2003 led to improvement in financial performance of firms and also contributed towards brisk growth. In another study, Ramakrishnan (2010) examines the impact of merger on financial performance of Indian firms using data from 1996 to 2002. The study came with the outcome that the mergers have enhanced the long-term performance of firms. Kilic (2011) examines the pre-and post-merger financial performance of 10 Turkish banks using data envelopment analysis and finds positive impact of merger on profitability. After the merger, the financial performance improved pointedly. analyses the pre-and post-merger financial performance of 305 Indian firms using a paired t-test. The study finds that after the merger the financial performance has upgraded and Return on equity, Return on capital employed, the Net profit margin increased significantly. Daniya et al. (2016) examine the pre-and postmerger financial performance of 24 Nigerian banks and concludes that the after the merger the financial performance improved and, as a result, the profitability ratios increased significantly. Al-Hroot (2016) using the paired sample t-test on seven different Jordanians firms finds that the merger resulted in improving the overall performance of the firm. Das (2014) studied the pre-and post-merger financial performance of regional rural banks using a paired t-test. The study finds that the merger has a positive impact on financial performance and increases profitability significantly. Patel and Shah (2016) investigate the pre-and postmerger financial performance of the Indian banking industry covering a period of 2001 to 2014. They find the impact of merger to be positive and significant for financial performance.
Some of the researchers have found an average impact of merger on the financial performance where profitability has improved but not to a significant extent. Pawaskar (2001) analyses the merger of Indian corporates involved in the merger activities during 1996 to 2000. He found that the merger does not lead to any improvement in financial performance and remains average. Kumar and Bansal (2008) analyse the financial performance of 74 companies using correlation and chi-square test. The Study finds that the merger improved the financial performance but not significantly. Kumar (2009) Some researchers have found a negative impact of merger on the financial performance. analysed the pre-and post-merger financial performance of Indian firms using paired t-test covering a period from 1991-2003. They find that the merger remains negative for the financial performance and resulted into decreasing in various profitability ratios. In another study, using the data of 68 Indian firms, come to a conclusion that the mergers that happened among the banking and financial service firms remained somewhat beneficial and resulted in marginal improvement in profitability. Kemal (2011) To date, studies of pre-and post-merger financial performance only considered financial ratios but few variables have not been included. These variables are pertaining to the banking industry only. This study is considering the variables which can give better results. Based on the literature review, the variables and statistical test are drawn for carrying out this study.
Research Methodology
This study is carried out with the objective to know the before-and after-themerger comparative position of long term profitability with respect to the selected Indian banks. Further, the study also aims to analyse the financial performance of the selected banks with the average of the industry in both pre-and post-merger. This study uses five years before and five years after the merger event to test the hypothesis. Total duration of eleven years is taken into consideration. The year of merger is designated as (T0) whereas the five years before and after the merger are shown as (-T5, -T4, -T3, -T2, -T1) and (T1, T2, T3, T4, T5) , respectively. This study is carried out using a descriptive research design. The study is carried out by using the Basic research approach.
Data
Here five banks, namely Bank of Baroda, IDBI Bank, Indian Overseas Bank, Oriental Bank of Commerce and State bank of India are selected as per the following criteria.
• Banks belong to the public sector • Banks have domestic merger • Banks involved in merger and acquisition activity during 2002 to 2010 • Accounting data and financial ratios of the sample banks are available The data contain the profitability ratios, balance sheet and profit and loss account. The reliable data are taken from ACE Equity database software, Reports and Publications of Reserve Bank of India, Centre for Monitoring Indian Economy (CMIE), and Reports and Publications of Indian Banker's associations. The sample banks are selected using the judgmental sampling method.
Variables and Hypothesis
To perform the financial analysis, various ratios and variables such as Business per Employee, earnings per share, net profit margin, profit per employee, return on assets, return on equity, yield on advances and yield on investments are used. Vulanovic (2017) . The business per employee and profit per employee are variables which concern only the banking industry. But as these variables are important in order to evaluate the financial performance with respect to human resources, the present study considers these variables.
Here, a paired t-test is used to check the before-and after-the-merger comparative position of long term profitability. The paired t-test is considered as important to check the comparative positive and used by various researchers in the past, for example Harrison The variable wise hypotheses for performing the paired t-test are listed as below. Here, the period before merger and the period after merger are characterized as BM & AM, respectively. 
Result and discussion
The study is performed using two different sets of analysis. 1) The pre-and postmerger financial performance measurement 2) Comparative Analysis
The pre-and post-merger financial performance measurement
Each variable here is compared on the basis of the average value of five years before and five years after the merger, respectively. The results of all five banks are depicted below. Table 2 shows the comparative profitability situation of Bank of Baroda. The average earning per share (EPS) before the merger had been Rs. 20.84 which increased to Rs. 34.90 after the merger. The t-value (-3.72) and significance value (0.020) reveals that after the merger the EPS enhanced significantly. The yield from advances decreased from 18.89 % to 11.79% after the merger. Further, the t-value (12.92) and significance value (0.0002) divulge the significant impact of merger on yield on advances. The yield on advances decreased due to underutilization of advance in post-merger period. The yield on investment also decreases from 11.13% to 8.37%. The t-value (6.39) and significance value (0.003) shows the significant impact of merger on yield on investment. The yield on investment decreases due to not utilizing the investments in optimum level in the post-merger period. Return on assets does not change with respect to the merger. The reason is proper utilization of assets in both pre-and post-merger period. Return on equity witnessed minor change in post-merger period (14.10%) as compared to the pre-merger period (15.81%). The t-value (1.15) and significance value (0.31) shows insignificant impact of merger on return on equity. The net profit ratio decreased from 27.88% to 22.26% and the t-value (0.21) and significance value (0.008) shows there is significant impact. Profit per employee increases three times after the merger, and t-value (-3.65) as well as significance value (0.021) show significant impact. The business per employee rose 2.81 times after the merger. The t-value (-4.19) and significance value (0.013) reveal that the merger had significant impact on business per employee. The increase in business per employee and profit per employee shows better utilization of human resources. Overall, the merger has negative impact on Return on equity (%), Net Profit Ratio, Yield on Advances (%) & Yield on Investments (%) and positive impact on Return on assets, Earnings per Share, Profit per Employee and Business per Employee. Source: Author's calculation Table 3 shows the comparative profitability situation of Oriental bank of commerce. The EPS increases from Rs. 20.20 to Rs. 26.55 after the merger. The t-value (-1.14) and significance value (0.031) reveals significant improvement in the EPS after the merger. The Yield on Advances is decreased from 22.10% to 12.70%. The t-value (5.91) and significance value (0.04) divulges the significant impact of the merger. The yield on investment also decreases from 12.88% to 9.47%. Further, the t-value (4.97) and significance value (0.007) shows the significant impact of merger on the yield on investment. The bank has not utilized the investment and advances in optimum level which resulted in decrease in their respective yield. After the merger, the return on assets is decreasing with difference of 0.34%, which is significant as per the t-value (4.97) and significance value (0.027). The assets increase after the merger, but due to underutilization, the return on assets decreased in the post-merger period. The Return on Equity witnessed significant decrease in the pre-merger period (21.59%) and post-merger period (13.77%). Further, the t-value (1.93) and significance value (0.012) shows the significant impact. The equity increase after the merger but due to underutilization, the return on equity decreased in post-merger period. The Net Profit Ratio witnessed negative impact of the merger where the ratio decreased from 28.91% to 19.94%, after the merger. Source: Author's calculation Table 4 shows the comparative profitability situation of IDBI Bank. The EPS increased from Rs. 5.40 to Rs. 12.32 after the merger. The t-value (-6.47) and significance value (0.0029) divulge significant improvement in the EPS after the merger. The Yield on Advances is decreased from 11.25% to 10.79%. The t-value (0.223) and significance value (0.834) reveals an insignificant impact of the merger. The yield on investment also decreases from 7.65% to 6.42%. Further, the t-value (0.682) and significance value (0.532) shows an insignificant impact of merger on the yield on investment. The bank has underutilized the investment and advances which resulted in decrease in their respective yield. The return on assets decreased from 0.89 % to 0.61%, in the post-merger period. The t-value (2.37) and significance value (0.076) show insignificant impact of the merger. The assets increases after the merger but due to underutilization, the return on assets decreased in the post-merger period. The Return on Equity witnessed a significant decrease in the pre-merger period (17.21%) and post-merger period (12.44%). Further, the t-value (1.12) and significance value (0.032) show a significant impact. Equity increased after the merger but due to underutilization, the return on equity decreased in the post-merger period. The Net Profit Ratio witnessed negative impact of the merger where the ratio decreased from 101.45% to 25.19%, after the merger. 19 .98 which was supported by t-value (-9.27) and significance value (0.0005). After the merger, the business per employee and profit per employee increased due to the optimum utilization of human resources. The merger has the most negative impact on the net profit ratio among all the variables. Overall, the merger remains average from the financial performance point of view. Source: Author's calculation Table 5 shows the comparative profitability situation of Indian Overseas Bank. The average EPS increased from Rs. 12.72 to Rs. 17.98 after the merger. The tvalue (-1.39) and significance value (0.023) reveal that after the merger, the EPS improved significantly. The yield from advances is decreased from 15.84% to 12.51% after the merger. Further, the t-value (2.58) and significance value (0.06) divulge an insignificant impact of the merger on the yield on advances. The yield on advances decreased due to underutilization of advances in the post-merger period. The yield on investment also decreased from 10.22% to 7.69%. The t-value (3.90) and significance value (0.017) shows significant impact of the merger on the yield on investment. The yield on investment decreased due to underutilization of investment in the post-merger period. The return on assets decreased from 1.28% to 0.86%, which is insignificant as per the t-value (1.86) and significance value (0.13). The assets increased after the merger but due to underutilization, the return on assets decreased in the post-merger period. Return on equity experienced a significant change in the post-merger period (18.51%) as compared to the pre-merger period (31.20%). The t-value (5.55) and significance value (0.005) show there is a significant impact of the merger on return on equity. The net profit ratio decreased from 36% to 6.49% in the post-merger period.
Bank of Baroda

Oriental Bank of Commerce
IDBI bank
Indian Overseas Bank
Further, t-value (1.58) and significance value (0.018) show a significant impact. Profit per employee increased 1.25 times after the merger. The t-value (-1.84) and significance value (0.013) show a significant impact. Business per employee also increased 2.72 times after the merger. The t-value (-8.23) and significance value (0.001) reveal that the merger had a significant impact on business per employee. Increase in business per employee and profit per employee shows better utilization of human resources. Overall, the merger remains average from the financial performance point of view. Source: Author's calculation Table 6 shows the comparative profitability situation of State bank of India. The EPS increased from Rs. 112.92 to Rs. 134.85 after the merger. The t-value (-0.535) and significance value (0.62) exposes insignificant impact of merger on the EPS. The yield on advances increased from 11.89% to 11.99%. The t-value (0.56) and significance value (0.60) reveal insignificant impact of the merger. The yield on investment also increased from 7.36% to 7.85%. Further, the t-value (-0.70) and significance values (0.519) show insignificant impact of the merger on yield on investment. The bank had utilized the investment and advances in an efficient manner which resulted in an increase in their respective yields. The return on assets decreased from 0.96% to 0.79%. Further, the t-value (2.12) and significance value (0.100) reveal an insignificant impact of the merger on the return on assets. The assets increased after the merger but due to underutilization, the return on assets decreased in post-merger period. The Return on Equity witnesses the significant decrease in the pre-merger period (16.21%) and the post-merger period (12.28%). Further, the t-value (2.59) and significance value (0.060) shows the insignificant impact. The equity increase after the merger but due to underutilization, the return on equity decreased in post-merger period. The net profit ratio witnessed negative impact of merger where the ratios decreased from 17.93% to 9.96%, after the merger. 
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Comparative Analysis
A comparative analysis of various financial performance variables of acquiring banks and the banking industry is given with respect to the pre-and post-merger periods. This is done with the objective to analyse the improvement in financial performance in the post-merger period in relation to the industry average. Source: Author's calculation Table 7 presents a comparative analysis of various financial performance variables of acquiring banks and the banking industry. Among all the banks, SBI has higher Earning per share than the average of all banks, in both pre-and post-merger period. Rests of the banks have their EPS below average. The Bank of Baroda and Oriental bank of commerce had higher yield on advances and yield on investment as compared to the average of all banks in the pre-merger period. But in the post-merger period, yield on advances and yield on investment of all the banks fell below average. It further reveals that after the merger, the yield on investment of banks does not grow at the industry average rate. Indian overseas bank and Oriental bank of commerce have found their return on assets and return on equity higher than the average of the industry in both pre-and post-merger period. Interestingly, the Bank of Baroda had a higher Return on assets and return on equity as compared to that of the industry in the post-merger period, which further enhances the improvement in financial performance. Among all the banks, only State bank of India and Indian overseas bank have reported lower net profit ratio as compared to the industry. IDBI Bank and State bank of India have higher profit per employee as compared to the industry in both pre-and post-merger situations. Profit per employee of the Indian overseas bank is higher as compare to average in the pre-merger period, but it falls below in post-merger period. Profit per employee of Oriental bank of commerce had been below the average in the pre-merger period and rose above the average in the post-merger period. IDBI Bank and State bank of India have higher business per employee in both pre-and post-merger periods and the rest of the banks fall below average.
Summary and Conclusion
Using the paired t-test, the paper compares the before and after merger position of long term profitability with respect to the selected Indian banks for the period from 2003/04 to 2013/14. The pre-merger and post-merger financial performance has been measured by selecting certain financial variables. Bank of Baroda, IDBI Bank, Indian Overseas Bank and Oriental Bank of Commerce have experienced a negative impact of the mergers on most of the variables and a positive impact on a few variables. In the post-merger period, the profitability of all four banks decreased. However, for all four banks, the earnings per share, profit per employee and business per employee showed positive trend and have grown after the merger. The State bank of India had a positive impact of the merger on the majority of the variables namely, earnings per share, yield on advances, yield on investments, profit per employee and business per employee. After the merger, assets, equity, investment and advances of all banks increased, but some banks would not able to utilize these resources at the optimum level and it resulted in decrease in their respective yields. After the mergers, the business per employee and profit per employee in all the banks have increased due to optimum utilization of human resources. Overall, Bank of Baroda, IDBI Bank, Indian Overseas Bank and Oriental Bank of Commerce have experienced mix impact of merger where certain variables found a negative impact and some variables found a positive impact. The State bank of India also found a mix impact of merger, but the impact is more towards the positive side. As compared to other banks, the merger of State bank of India had more positive impact on profitability variables. Further, the comparative analysis of various financial performance variables of acquiring bank / acquired banks? and the banking industry is also performed. Bank of Baroda and Oriental bank of commerce experienced decreases in yield on advances and yield on investment as compare to the average of all banks in the post-merger period. IDBI Bank and State bank of India had higher business per employee and profit per employee in both pre-and post-merger periods.
